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DESIGN AND INSTALLATION OF PAYROLL 
SAVINGS PLANS FOR THE PURCHASE 
OF WAR BONDS 


By Robert Bruce, Accountant, Methods Division, 
American Telephone & Telegraph Co., New York, N. Y. 


Introduction 
7 BASIC elements of design and installation of a cost 
accounting system may be studied in any good case history. 

The present War Bond sales campaign presents a very timely case 
history. An analysis of this subject might be a refreshing diver- 
sion from the usual diet of cost accounting subjects, and yet should 
be of interest to cost accountants. Accordingly, this paper should 
be considered as illustrating the basic elements which will be found 
in any job of accounting system design and installation. 

In a paper* presented before the American Management Asso- 
ciation several years ago, it was suggested that planning and in- 
stalling a system comprises seven fundamental niet 


(1) Make the survey 
(2) Select the basic method 


(3) Sell the proposed procedure 

(4) Work out the details 

(5) Select and train the operators 
(6) Live through the transition period 
(7) Improve the results 


Let us see how these seven steps apply to the present case. 


1. THe SURVEY 

A Study of War Economics 

The first step is to make the survey, that is, to determine clearly 
what it is we are trying to do. There are three things which 
government officials have in mind, namely— 

(1) To raise billions of dollars for prosecution of the war, 

(2) To counteract the upsets in current economic cdnditions 

resulting from the war, and 
(3) To anticigats post-war economic readjustments. 
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With respect to the first of these objectives, there are two gen- 
eral ways in which the money may be raised—by increasing taxes 
or by borrowing. We must consider what effect each of these 
methods will have upon the other two objectives; that is, upon 
current economic conditions and the post-war readjustments. 

Current economic conditions are characterized by the disappear- 
ance of unemployment, a growing scarcity of labor particularly 
in the skilled trades, and consequently a rapid rise in earnings. 
At the same time, when workers find themselves in possession of 
more income than they have had for a number of years, and when 
their demands for goods are rising correspondingly, we have the 
circumstance that the very goods which they desire to buy are 
disappearing from the market due to war demands. The post- 
war readjustment will tend to be the exact reverse of this, namely, 
a sudden increase in unemployment when war needs vanish and 
the armed forces are demobilized, accompanied by falling earnings 
and consequently fewer civilian purchases at a time when it would 
be desirable to stimulate production for. civilian consumption. 

If funds to prosecute the war were raised by taxes, this method 
would tend to counteract the current upsets in economic conditions 
due to the war, but this method of raising funds would have little, 
if any, effect in easing the threatened post-war depression. We 
would then be thrown back upon the devices which were used in 
the 1930’s to meet depressed business conditions, such as increases 
in unemployment insurance, “made” work, and boon-doggling, 
which would continue the drain upon government finances, result- 
ing in more taxes to meet these costs. Therefore, it is not entirely 
true to reason that by financing the war largely through current 
taxes, the bill will be paid when the war is over. The Government 
still would have bills to pay after the war in order to meet the 


post-war consequences. 
The Effect of Borrowing 


The other alternative is to finance the war through borrowings. 
To the extent that government borrowings are obtained out of cur- 


rent earnings—note particularly the qualification, “out of current — 


earnings”—present financing of the war can be made both to 


counteract the present upset war conditions and to anticipate post- 


war readjustments, and at the same time furnish funds for carry- 
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ing on the war. Current earnings, which are abnormally high, 
would be drained away from the workers at a time when goods 
are not available for them to buy. After the war, the workers 
would have funds coming in from the maturing bonds (or from 
bonds cashed before maturity) with which to buy goods and stimu- 
late business when such stimulation will be badly needed. 

Of course, if the present government borrowings are taken by 
the workers out of their accumulated savings, instead of current 
earnings, both effects will be lost; the current demand for goods 
will not be reduced, and the funds available for purchase of goods 
after the war will not be increased. Furthermore, the savings 
banks would probably have to sell bonds to produce the funds 
withdrawn by the depositors to buy bonds, and in the last analysis 
this would result in no net gain in bond sales. All three objectives, 
therefore, require that purchases “from current earnings” be 
stressed. 

It was largely to tap current earnings that the Government de- 
cided to go to all of the trouble and effort to inaugurate payroll 
savings plans as a means of selling bonds which could more easily 
be sold through other financial channels.* 

Even though we agree on all of the foregoing lines of reasoning, 
there is a difference of opinion as to the method of selling the 
bonds to the workers. The easiest way would be simply to adopt 
legislation making it compulsory for every employee to buy bonds 
at some fixed percentage of his pay. Such a compulsory method 
would be the Nazi method. The other school of thought believes 
in the voluntary method, which is the democratic method. So long 
as we can, we would prefer to have each worker determine for 
himself what percentage of his income he is in a position to set 
aside toward the purchase of bonds. We may set an average goal 
of 10 per cent of his pay and urge that the goal be reached, but in 
the end each worker makes his own decision. We have gone far 
_ €nough in this direction to make it quite obvious that the volun- 
tary method can be made to succeed, although voices are-still oc- 
casionally heard advocating a compulsory savings plan. } 
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purpose is to raise funds, but that two important secondary pur- 
poses are to siphon off workers’ current earnings during the war 
and return them after the war. The most effective method of do- 
ing this is through deductions from pay for the purchase of War 
Bonds, and the democratic way is to keep such purchases on a vol- 
untary basis. 

2. SELEcTION oF Basic METHOD 


Five Fundamental Features 

The second fundamental step in system design ond installation 
is to select a basic method. Bear in mind that our objective is to 
borrow out of the workers’ current income. Obviously, the most 
direct method to do this is to hold money out of the pay envelope 
and apply it to the purchase of bonds. This requires the co-opera- 
tion of the employer who is charged with responsibility for with- 
holding the money and purchasing the bonds, and it requires the 
consent of each employee if we are to adhere to the voluntary 
plan. The basic method which was adopted has the following five 
fundamental features : 

(1) Announcement of Plan; notification to the employees. 

(2) Authorization; provision of a form on which each em- 
ployee can voluntarily state his wishes and authorize 
deductions. 

(3) Deduction; establishment of some mechanism to insure 
regular and accurate deduction from the pay envelopes. 

(4) Records of (a) amounts accumulated, and (b) amounts 
applied to purchase of bonds. 

(5) Purchases; a method for purchasing and delivering the 
bonds. 


There are a number of modifications of the standard basic plan. 
First, let us see how these five fundamental features function in 
the standard plan, then we can examine how the details are modi- 
fied in each of the principal variations. 


STANDARD PLAN 
1. Announcement of Plan 
Announcement of the plan takes much the same form in every 
case. Usually there is a letter addressed to the employees by the 
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principal officer of the company. Prior to Pearl Harbor a more 
or less standard type of letter was suggested which could be used 
where the officer did not care to be bothered with composing a 
letter of his own. This original standard letter was quite mild in 
tone, and the events in Pearl Harbor necessitated considerable 
modification. Quite generally, employers now draft their own 
letters with varying degrees of emphasis. Along with the letter, 
some document is usually distributed which outlines in detail the 
terms of the plan as developed by the company in question. Usu- 
ally, also, a leaflet is distributed which gives a layman’s descrip- 
tion of the bonds. 

The form of the announcement and the description of the plan 
should be suited to the size and type of company concerned. Some 
of the larger concerns have developed elaborate printed booklets 
with covers lithographed in color, while small firms in many cases 
use simple mimeographed sheets, and there is, of course, a full 
range in between. The larger concerns apparently, and quite 
properly so, feel that their booklets have advertising value, and 
their advertising departments have been charged with the task of 
preparing them. The War Savings Staff of the United States 
Treasury Department has on hand samples of various types of 
announcements which have come to their attention, and they are 
glad to lend copies for examination on request. 

Verbal announcement of the plan is not desirable. For one thing, 
some state laws require the payment of wages weekly in cash. 
The New York State Labor Department, for example, has co- 
operated splendidly in interpreting their law, and they will not 
consider deductions under payroll allotment planseas violations of 
the law if they can see printed descriptions of the plans contain- 
ing at least these two features: 

(a) Funds for the purchase of bonds must be kept sep- 
arate from corporate funds; e.g., in a separate bank account 
with some such title as “Trust Fund for Purchase of War 
Bonds by Employees.” 

(b) Deductions must be entirely voluntary, adherence to 
the plan must be subject to cancellation at the employee’s 
request, and any funds not already applied to the purchase 
of bonds must be subject to withdrawal upon demand by the 


employees. 
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Description of the bonds is usually given to the employees in 
the form of a leaflet, quantities of which will be furnished with- 


out charge by the Treasury Department. 
In cases where there is a labor organization, it has been found 


highly desirable to have such labor organization prepare and re- 
lease an announcement simultaneously with the announcement of 
the employer. The basic idea is that the employer undertakes to 
do the bookkeeping work if it is the employee who does the buy- 
ing, and the labor organization is usually in a better position to 
induce the employee to buy to the limit of his ability. 

The Treasury Department will also furnish, without charge, 
posters in various sizes for display on bullecin boards, office walls, 
or in factories. 


2. Employee’s Authorization 


The second fundamental feature can be observed in the stand- 
ard authorization card, Form 16-22610, Exhibit 1. This card is 
obtainable from the Treasury Department in any quantity required 
at no cost to the employer. Some companies, however, print their 
own authorization cards in order to introduce minor variations to 
fit local conditions or individual tastes. These are not different in 
any essential respect from the standard card shown in Exhibit 1. 

Let us examine the face of this card. It is obvious that provision 
must be made for showing the name of the employee and the 
name of the company concerned. Following this comes the 
authorization portion of the form, in which the employee states 
what amounts he is willing to allot toward the purchase of bonds, 
when allotmentse should begin, and what denominations of bonds 
he desires to purchase. With respect to the denomination, the bond 
having a maturity value of $25 has been the most popular. It is 
to the employee’s advan'age to select a denomination which will 
enable him to receive his bonds and start to earn interest at the 
earliest possible date. It is only when the monthly allotment equals 
or exceeds $37.50 (the cost of a $50 bond) that a bond of denomi- 
nation larger than $25 is advisable. 

Further down the face of the form, provision is made for show- 
ing the manner in which the employee wishes to have the bonds 
registered. Bear in mind that these bonds are not transferable, 


although a co-owner or beneficiary may be designated. 
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The final paragraph of the text on the face of the card consti- 
tutes an acknowledgment of receipt of a copy of the printed plan, 
which the employer presumably has distributed. This ties in with 
our previous statement that verbal descriptions of plans are not 
desirable. 

Finally, the necessary space is provided for the employee’s sig- 
nature; and along the right-hand edge of the card is a series of 
spaces which may be used in connection with filing the cards. 


3. Deduction Procedure 

The third fundamental feature of the standard plan is to provide 
some mechanism for regular and accurate allotments of pay. This 
is the most difficult feature of each installation because it cannot be 
standardized. The form it will take depends upon the payroll pro- 
cedure already used in each establishment. Some concerns may 
prepare their payrolls by means of tabulating machines, others 
may use bookkeeping and check-writing machines, and still others 
may use strictly manual methods. 

Although the method cannot be standardized, it is possible to 
set up a check-list of requirements which must be met in every 
case. These are as follows: 

(a) There must be some way to notify the payroll clerk to 
make the deductions. ; 

(b) Some place must be provided on a suitable form in 
which the payroll clerk can compute and record the net 
amounts due after the deductions are made. 

(c) Some means of control must be established to pro- 
vide a total with which the calculating work may be balanced. 

(d) A means of safekeeping the funds withheld must be 
provided, which may involve bonding the employee who 
makes the deductions, and which should always include the 
establishment of a separate trust-fund bank account as pre- 
viously described. 

(e) Provision must be made for preparing a list of the 
deductions made each pay period, which will serve as a per- 
manent journal record of the transactions and as a basis for 
the ledger postings. 
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4. Record of Amounts Accumulated and Applied to Purchases 


The fourth fundamental feature, which must be provided in any 
plan, is the record of amounts accumulated and amounts applied 
to the purchase of bonds. 

Here we are fortunate. Whether a company is a very large 
one using a highly mechanized method of payroll preparation, or 
whether it is a very small concern whose records are prepared 
entirely on a manual basis, it has been found that the best pro- 
cedure is to use a record such as that shown in Exhibit 2, which 
is printed on the reverse side of the authorization card shown in 
Exhibit 1. 

Having the record on the reverse side of the authorization card 
offers several advantages. The employee’s statement of his wishes, 
and the record of their execution for a period of six years, are 
all placed on one and the same form. The record in card form 
gives the utmost in flexibility, so that subscribers may be added or 
removed, and authorizations may be changed, without affecting 
the system. Lastly, the form shown is adapted to the fastest post- 
ing method known. It may seem surprising to the uninitiated, but 
no mechanical device is known which will give a more economical 
record than this one posted manually. Because of the effectiveness 
of this form, it may be worthwhile to study it in some detail. 

The sequence of the cards in the file may be alphabetical, or 
numerical, or by departments, or any other way which will keep 
them in agreement with the sequence of the names appearing on 
the payroll clerk’s deduction lists. Thus, when the lists are re- 
ceived for posting of the cards, the “seek and find” element which 
makes drudgery of most posting work is entirely eliminated. 
There should be a card for every item on the deduction list, and 
an item for every card, arranged in the same sequence. Irregu- 


larities should occur only when some change in authorization has 


not been properly put into effect. 

At the top of each card, under the caption “Deduction,” the 
amount of the payroll deduction is shown. This should exactly 
agree with the amount shown on the payroll clerk’s deduction list. 
Since everything should be in exact agreement, the only posting 
necessary is to put a check-mark in the proper space under the 
caption “Payroll Period.” If desired, the actual amount of the 
deduction may be entered in the column provided under “Payroll 
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Periods,” although it has been found that 4 simple check-mark is 
entirely adequate so long as the amount of the deduction is shown 
at the top of the card. If the amount of the deduction should be 
changed, the new amount need be posted only the first time to 
mark the point of change. 

Provision is made on the form for five weekly payroll periods 
in a month. If payments are made weekly, some months will have — 
four and some will have five. If payrolls are prepared semi- 
monthly, only the first and second spaces will be used each month. 

Whether check-marks or amounts are shown for each payroll 
period, it is desirable to balance the file once each month. This is 
done by computing and entering “Net Credit End of Month” on 
each card. For example, in a month with four payroll periods, 
where the weekly deduction is 75 cents, four check-marks would | 
mean that $3.00 had been accumulated during the current month, 
and this added to the net credit at the end of the preceding month 
would give the net credit at the end of the current month. An 
adding machine total of the latest “Net Credit End of Month” 
on all of the cards in the file should exactly equal the balance in 
the special bank account at the close of the month. A further 
reconciliation can be made in accordance with the following for- 
mula: Total credit in bank end of previous month, plus total de- 
ductions per the month’s payrolls, less the month’s remittance for 
bond purchases, should equal the net credit at the end of the month 
(1) per sum of cards, and also (2) per bank balance. 

It will be noted that in the foregoing reconciliation it was neces- 
sary to take into account the remittance for bond purchases during 
the month. A column caption “Applied to Purchase of Bond” is 
provided on the card record for recording the details of such pur- 
chases. The entries in this column are posted from a bond pur- 
chase list. This brings us to the fifth and final fundamental of any 
plan, the purchase and delivery of the bonds. 


5. Purchase and Delivery of Bonds - 


Bonds may be ordered in several ways. The most commonly — 
used method in connection with payroll savings plans is to order 
the bonds directly from the local Federal Reserve Bank on a form 
such as is shown in Exhibit 3. This particular form is one which 
is provided without charge by the Federal Reserve Bank of New 
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LIST OF UNITED STATES SAVINGS BONDS 
TO BE PURCHASED UNDER PAYROLL ALLOTMENT PLAN OF 


OF____ SHEETS: 


NAME OF OWNER AND CO-OWNER OR BENEFICIARY, AND ADDRESS* 
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Cost 
Maturity Volue | Price 
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York to firms in its district. Bonds purchased in this way are de- 
livered directly to the employees by the Federal Reserve Bank by 
registered mail. It is also possible to order bonds through the 
local post office, in which case delivery may be obtained either 
across the counter or directly to the employee by registered mail. 
This is the method used by many of the smaller firms, particularly 
outside of the larger metropolitan areas. The third method is to 
purchase bonds through any other authorized issuing agent. All 
commercial banks and many Federal credit unions are authorized 
issuing agents, and recently arrangements have been made for the 
larger employers to become authorized issuing agents upon appli- 
cation to the Federal Reserve Bank in their district. 

Where issuing agents other than Federal Reserve Bank or the 
local post office are utilized, delivery of the bond is usually made 
by hand, and some form of acknowledgment of receipt by the 
employee must be provided, such as Exhibit 4 which is used by 
one of the larger corporations. 


CORPORATION 
SS. NEW YORK. N. Y. 


Date. 


Signatu 


too jc 


Exuusit 4 


It is desirable whenever possible to save a month’s interest for 
the employee. Bonds begin to draw interest on the first day of the 
calendar month in which the bond order is received by the issuing 
agent. If an accumulation sufficient to buy a bond will be com- 
pleted late in the month, it is desirable to have the order placed 
a day or two before the close of the month so that the bond will 
be back-dated as of the first day of that month. 
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To insure that a bond is purchased promptly as soon as suffi- 
cient funds have accumulated, a little trick procedure is commonly 
used. When deductions begin, the bookkeeper computes the month 
in which the purchase of the bond should normally be made, and 
this is marked on the card by inserting a dollar sign opposite that 
month in the column headed “Applied to Purchase of Bond,” as 
illustrated in Exhibit 2. This serves as an effective “flag” to warn 
the bookkeeper when the purchase date arrives. 

The order form shown in Exhibit 3 has eight coupons, each 
of which can be used for ordering a bond. This form is frequently 
prepared by the employer in triplicate, which provides the original 
order for the issuing agent, a carbon copy for the employer’s own 
records, and a triplicate copy which can be detached and inserted 
in the employee’s pay envelope as a notification that the bond has 
been ordered. A single check to the order of the Treasurer of the 
United States may be drawn for the total purchase value of all 
bonds ordered at one time. The amount of this check is included 
in the reconciliation previously described. 

Alternative order forms are available, but none of them contain 
unusual features of sufficient importance to justify our discussing 
them. 

3. SALE OF ProposeD PROCEDURE 


Treasury Department Organization 
It is obvious that promotion of voluntary bond purchases out of 


. current earnings will call for close contact with the common people. 


For this reason, the War Savings Staff which is charged with this 
task, has been decentralized along state lines. 

For illustration, let us consider the organization for New York 
State, which has its headquarters in New York City. It is set up 
with the following functional divisions. The principal group is 
probably the Sales Promotion Division. This division is subdi- 
vided into committees for counties, cities, and even certain indi- 
vidual industries. Through this fine subdivision of effort, the 
close contact with the working man is obtained. The function of 
this division, of course, is sales. 

There are certain other divisions which we can pass over lightly 
because they do not have a direct bearing on our subject. For ex- 
ample, one division supplies public speakers where required, an- 
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other attends to all matters of publicity in ‘newspapers, magazines, 
radio presentations, and so on. Still another concentrates upon 
women’s activities. 

The division which most directly concerns us is the Service Di- 
vision. This division has four functions. First, it assigns corpo- 
rate prospects, obtained from various available lists, to the vari- 
ous sales committees and records the ever-changing status of each 
prospect. Second, it maintains records of sales quotas assigned to 
the various committees, and the corresponding achievements. 
Third, it furnishes information to any inquirers either in person, 
by telephone, or by mail; and it furnishes literature, forms, and 
so forth, wherever needed. Fourth and last, this division is as- 
signed the task of evolving new sales plans and variations of old 
ones. We are principally concerned with this last function of the 
Service Division. 

Now let us go back to the seven fundamental steps in designing 
and installing a system. The third step, you will recall, after mak- 
ing the survey and deciding upon a basic plan, jis to sell the pro- 
posed procedure to responsible officials. This, as has been said, 
is the function of the Sales Promotion Division of the War Sav- 
ings Staff. The general desirability of selling bonds through pay- 
roll savings plans is not seriously questioned, particularly since 
the events of Pearl Harbor. The real task is to fit the details of 
the basic plan to conditions found in each individual establishment. 
In order to do this, we must proceed immediately to the fourth 
basic step, which is to work up the details, and which is the func- 
tion of the Service Division. 

4. DEVELOPMENT oF DeTaAILs 
Two Common Variations of the Basic Plan 

Two variations of the standard plan described above are in com- 
mon use, the Payroll Stamp Plan and the Group Agent Plan. Each 
is designed to fit a particular set of circumstances where the stand- 
ard plan seemed undesirable or unworkable. As each is described, 
it might be well to check off the five fundamental features which 
were listed as being inherent in each acceptable payroll savings 
plan. 
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PAYROLL STAMP PLAN 
1. Where Used 

There are many cases in which the standard plan is not prac- 
ticable. For example, small companies which do not have suitable 
bookkeeping facilities for recording the deductions could not be 
depended upon to operate the standard plan. Companies which 
have many small branch offices where payrolls are prepared and 
paid locally—for example, many life insurance agencies—would 
probably find the standard plan difficult to administer. There are 
many situations where the company is not well established finan- 
cially, or where there is distrust between employee and employer, 
and in such cases it is prudent not to recommend the standard 
plan of making deductions from salaries. In companies where the 
work is highly seasonal or irregular, as in the canning industry, 
or where for any reason there is considerable labor turnover, the 
standard plan is not wholly satisfactory because the chances are 
relatively small that the employee would remain with the concern 
long enough to accumulate sufficient funds to purchase a bond. 
Some companies, as a matter of principle, object to any form of 
“check off” or payroll deduction which is not required by law, 
and these companies sometimes refuse to consider the standard 
payroll deduction plan, even for such a patriotic purpose as the 
purchase of War Bonds. In some of the larger companies, the 
limitations of mechanical bookkeeping or payroll equipment make 
further deductions from payrolls impracticable, although with a 
little ingenuity this condition can usually be overcome. In all of 
these cases the solution is to eliminate company bookkeeping as far 
as possible. This is done by having the employee authorize his 
employer to substitute a certain amount of war savings stamps in 
place of cash in the pay envelope. The employee then holds these 
stamps in albums, which are furnished by the Government with- 
out charge, until sufficient value has accumulated to permit him 
to exchange his stamps for a bond. This is what is designated as 
the “Payroll Stamp Plan.” 

Let us see how the five fundamental features of an acceptable 
plan are met by the payroll stamp plan. 

The announcement of the plan is issued in much the same man- 
ner as in the standard plan, with appropriate changes in wording. 
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2. Employee’s Authorization 

The second fundamental feature is met through the use of 
pledge cards, Form DSS 1, Exhibit 5. These cards are available 
from the United States Treasury Department at no cost. They 
were designed for another purpose and, therefore, do not exactly 
fit this case, but they are usable. 

Let us examine the face of this pledge card. As in the case of 
the payroll allotment authorization card, provision is made for the 
name of the employee and for information of possible value for 
filing purposes, such as department or agency, bureau, etc. In 
the body of the form, provision is made for the employee’s au- 
thorization. Under “check which” two alternative procedures are 
provided, neither of which fits the circumstances under the pay- 
roll stamp plan. Accordingly, a third alternative is provided by 
writing or stamping the words “allotment of pay” under “check 
which.” 

The lower portion of the card provides space in which the em- 
ployee indicates the denominations of stamps or bonds which he 
desires. For the small subscriptions up to $4 per week, the 25-cent 
denomination of savings stamps is preferred. The 10-cent denomi- 
nation is too small to be practicable. The higher denominations 
lead to the purchase of bonds of the higher denominations, while 
the 25-cent stamp leads to the purchase of a-bond at $18.75. For 
example, if the employee is willing to set aside $1.00 per week, 
four 25-cent stamps would result in the purchase of his bond in 
nineteen weeks, whereas if the dollar stamp were chosen the $75 
bond would not be obtainable in less than seventy-five weeks with 
appreciable loss of interest in the interim. 

Note that in connection with the payroll stamp plan no acknowl- 
edgment of a copy of the plan is provided, as was the case in con- 
nection with the standard plan. Since the employee receives full 
value in his pay envelope, the company is not serving as a trustee 
and this acknowledgment is not considered necessary. Provision 
is made, however, for cancellation of the plan at the employee’s 
option or upon termination of his employment. The original pledge 
may be amended in amount by merely substituting a new card. 

On the reverse side of the card, Exhibit 6, is the usual registra- 
tion information, for use where the employer makes arrangements 
for the purchases of the bonds. 
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The Defense Savings Bonds of Series E, pledged on the face here- 
of to be purchased each pay period, are to be registered and mailed as 
follows: 


Register bonds in name of and mail to: 


(First name) (Middle name or initial) 


(Number and street) 


(City or town) (State) 


NOTE -—Testhene may designate EITHER a co-owner or a beneficiary. 
h dicated below by striking out the one not applicable. an 
mation regarding ownership, — redemption, etc., is contained in U. 8. 
Treasury literature obtainable from your Group Agent.) 


Co-owner or beneficiary: 


Mr. 

Mrs. 
Miss 
Address 


(City or town) (State) 


The above registration instructions shall continue in effect and be 
appl oe & future Defense Savings Bond purchases until changed by 
the p ser. 
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3. Deduction Procedure 

The third fundamental feature is some provision for regular and 
accurate deduction from the pay envelopes. In this case, the pay- 
roll clerk purchases stamps, or orders bonds, in accordance with 
the file of pledge cards each pay-day. 

First, consider the case where stamp purchases are pledged. It 
is general practice in preparing a cash payroll to “denominate” 
the payroll on a sheet which provides a line for each employee and 
a column for each denomination of currency or coin required to 
fill the pay envelopes. Under the payroll stamp plan, one or more 
additional columns will be provided for the denominations of 
stamps required. From this denomination sheet the requirements 
of payroll cash are determined, and arrangements can often be 
made for the banks to supply the necessary stamps as well as the 
necessary bills and coins. Where this arrangement cannot be made, 
the stamps should be procured at the nearest Post Office. When 
the pay envelopes are filled in accordance with the denomination 
sheet, stamps are inserted, where indicated, in the same manner as 
bills or coins of various denominations. 


Where payroll payment is made by check, a somewhat similar 
denomination sheet, for stamps only, may be used. This might 
take the form of additional columns on the payroll itself. 

Where direct bond purchases are pledged, the deductions should 
be effected in the same manner as any other payroll deductions. 


4. Record of Amounts Accumulated and Applied to Purchases 


The fourth feature is to provide suitable records of amounts 
accumulated and amounts applied to the purchase of bonds. In 
connection with the stamp plan the employee holds the stamps, 
therefore no further record of amounts accumulated is necessary 
except for statistic purposes. Such a statistical record can con- 
viently be kept in the space provided on the reverse side of the 
pledge card, Exhibit 6. 

Considerable dissatisfaction with the stamp plan has developed 
in government circles due to the large proportion of stamps which 
are turned in for cash at the Post Offices. Accordingly, a payroll 
stamp plan is not considered satisfactory unless the employer sets 
up some procedure for recording the conversion of stamps into 
bonds. This may also be recorded conveniently on the space pro- 
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vided on the back of the pledge card. Likewise, where the em- 
ployee allots sufficient funds for the purchase of one or more bonds 
each pay period, this information may also be recorded on the card. 


5. Purchase and Delivery of Bonds 


The fifth fundamental feature deals with a method for purchas- 
ing and delivering the bonds. In the case of the payroll stamp 
plan, this must be extended to include a method for purchasing and 
delivering the stamps as described above in connection with the 
third feature. 

Where direct bond purchases are pledged the procedure is very 
similar to the procedure under the standard plan. A bond pur- 
chase list is prepared from the registration information shown on 
the back of the pledge cards, Exhibit 6. The purchase forms sug- 
gested in connection with the standard plan can also be used in 
this case. If the coupon type of order form, Exhibit 3, is used, 
a carbon copy may be prepared and torn apart, and the carbon 
coupons can be substituted for the cash in the pay envelope as 
notification that the bonds have been ordered. Delivery of the 
bonds is then made by registered mail directly from the Post Office 
or Federal Reserve Bank without passing through the employer’s 
hands. 


Group AGENT PLAN 
1. Where Used : 

Neither the standard plan nor the payroll stamp plan is appli- 
cable in some cases. For example, salary deductions are prohibited 
in some governmental departments. This was originally true in 
the departments of the Federal Government until a clarifying legal 
interpretation was received. Obviously, neither the standard plan 
nor the payroll stamp plan is applicable in cases where there is no 
payroll, e.g., in the cases of professional men, members of social or 
fraternal organizations, school children, etc. Likewise, where em- 
ployees move rapidly from job to job, as in the cases of musicians, 
radio stars, longshoremen, etc. 

In most of these cases it is possible to sell stamps or bonds 
through some independent agency, if there exists some central 
rallying point. This method is known as the “Group Agent Plan.” 
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Let us see how this plan operates with respect to the five funda- 
mental features. 

The announcement of the plan is much the same as before, ex- 
cept that instead of an employer making the arrangements, the ar- 
rangements are made by some sponsoring organization, such as a 
professional society, a school board, or a union hiring hall. 


2. Pledges 

Instead of an authorization for payroll deductions, a pledge is 
made. For this purpose pledge card, Form DSS 1, Exhibit 5, is 
also used. Let us re-examine this card from this new point of 
view. The card was designed specifically for this purpose, there- 
fore it fits much better than it did in connection with the pay- 
roll stamp plan. Name and filing information are provided, as 
usual, but in this case the cards are filed by the group agent. 

The pledge may be made using either of the two alternatives 
printed on the card, namely, to utilize the service of the group 
agent, or to pledge the use of other available facilities in case it is 
not practical to reach the group agent periodically. The provision 
for cancellation, signature, denominations of stamps and bonds 
desired, and the registration information on the reverse side are 
all identically the same as the corresponding features of the pay- 


roll stamp plan. 


3. Fulfilment of Pledge 

The third fundamental feature, corresponding to the payroll 
deduction feature, is fulfilment of the pledge. Here we have the 
same considerations as in the payroll stamp plan with the follow- 
ing exceptions: The group agent substitutes for the paymaster. 
Cash is paid to him by the subscriber, instead of there being a 
withholding from pay. The group agent should have a revolving 
fund for the purchase of his stock of stamps, since no stamps 
will be furnished by the Government on consignment. 

It is important under the group agent plan, as under all other 
plans, that the pledges be for fixed predetermined amounts and that 
the purchases should be made at regular time intervals. 


4- Record of Amounts Accumulated and Applied to Purchases 


The record is kept by the group agent on the reverse side of the 
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pledge card, Exhibit 6, in the same manner as under the payroll 
stamp plan. There is this difference, however, that if the sub- 
scriber fails to fulfil his pledge, the group agent must remind him. 
Regularity is essential if we are to accomplish the basic purpose 
of reducing income. 


5. Purchase and Delivery of Bonds 


The fifth feature has to do with purchases. For outright bond 
purchases, a convenient form to use is Federal Reserve Board 
(N. Y.) Form GB 338A. The feature of this form is that it 
covers not only the order for the bond, but it also has a blank 
check attached which may be used to pay for the bond, if desired. 
Group Agents find this particularly useful when their subscribers 
forget to bring their own check-books with them to the rallying 
point. 

Purchases and conversions of stamps are handled in the same 
manner as under the payroll stamp plan, except that the group 
agent should have a revolving fund for the — of his stock 
of stamps, as previously explained. - 

5. Statistics—New STATE 

The foregoing explanation of detailed variations in the basic 
plan illustrates the fourth of the fundamental steps of system de- 
sign and installation. The fifth, sixth and seventh steps of system 
design need not detain us long. The fifth step is to select and train 
the operators who will put the system into practice. In this case it 
is largely the employer’s problem, and is not difficult. The sixth 
step is to live through the transition period. In connéction with 
the bond sales campaign this involved three stages. 

The first stage consisted of inducing employers to install payroll 
savings plans. At the present time (mid-September, 1942) over 
35,000 payroll savings plans have been installed by employers in 
New York State. This includes most of the larger employers, who 
were approached first in order to obtain the largest possible ex- 
posure from the fewest contacts. Much remains to be done, how- 
ever, mostly among the smaller employers, since there are about 
140,000 concerns in the state, each employing four or more em- 
ployees. 

The second stage was to induce the employees to take advan- 
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tage of the plans offered them. In the 35,000 concerns already 
offering plans, more than 4,000,000 employees are exposed to the 
opportunity to buy War Bonds through payroll deductions. This 
is 80 per cent of the total number of employees in the State. Actual 
participation among the employees thus exposed is nearly 2,500,- 
000. About 23,000 certificates have been awarded to firms, or 
subsidiary branches or plants, which have reported participation 
by go per cent or more of their employees. 

The third stage was, and still is, to induce larger subscriptions 
per capita. Sales of E Bonds in August in New York State alone 
amounted to between 50 and 60 million dollars, and July sales 
topped $74,000,000. About 7,000 firms in the State have reported 
that their 312,000 employees are devoting an average of 10 per 
cent of the total payroll to the purchase of War Bonds. 

All this indicates that the basic plan is sound, and has been well 
executed. Each month shows gains, and it is to be hoped that the 
figures quoted will soon be greatly out-distanced. If other states 
are doing proportionately as well, the -three objectives will be 
achieved. Funds in considerable volume will be raised for the 
prosecution of the war, an appreciable proportion of current earn- 
ings will be siphoned off to reduce the current trend toward in- 
flation, and a husky financial backlong will be created to ease the 
post-war transition. 

And the moral satisfaction experienced by a large part of the 
population in having “bonds in the box,” instead of being depend- 
ent upon government hand-outs, when this war to preserve our 
way of life is over, should be worth much more than the small 
effort necessary to set up and promote the use of payroll savings 
plans today. 
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These buttons are a reproduction of the seal 
of the Association in blue enamel on a gold 
plate base. They constitute a distinctive 
emblem—a worthy evidence of your affilia- 
tion with the N. A. C. A. 


The price is $1.50. Orders should be sent 
to National Headquarters accompanied by 
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